The nature and quality of a firm's dialogue with its customers is a core capability. Few firms are able to manage this dialogue effectively and use what they know to add more value for customers and ultimately improve firm performance. Knowledge management (KM) functions are therefore being asked how their expertise can help companies do a better job in this area. This paper examines the wide variety of ways organizations use KM in their customer relationships. It begins with an examination of the need for Customer Knowledge Management (CKM) and how it differs from Customer Relationship Management (CRM). It then looks at the four different dimensions of customer knowledge and at some of the innovative ways companies use them to add value for their customers. It next discusses the key organizational challenges of implementing CKM. The paper concludes with some best practices and advice about how to implement a program of CKM successfully in an organization. It suggests that CKM is not a tool like CRM but a process that is designed to dynamically capture, create and integrate knowledge about and for customers.
I. INTRODUCTION
"For all the technology and tools in use today, all the data capture and all the talk about understanding customers, most companies have yet one more mile to go to truly achieve insight into the behaviour, motivations and…loyalty of their customers. What we need to know is soft, fuzzy and complex. Customers will tell us, if we ask the right questions, engage them in purposeful dialogue and listen." [Wood, 2003] To date, most companies are focused on collecting massive amounts of data about their customers. Typically, they use a Customer Relationship Management (CRM) system that captures the functional behaviours of their customers, such as where they shop and what transactions occur. But CRM really only gives them a hard, nuts-and-bolts look at customers and their surface value to the company. Few companies look beyond these basics to improve their understanding of the true drivers of customer loyalty and satisfaction. As a result, they do not use The nature and quality of a firm's dialogue with its customers is a core capability. Typically this dialogue is handled through a companies' sales and marketing functions. However, few firms have been able to manage this dialogue effectively and use what they know to add more value for customers and ultimately improve firm performance. Knowledge management (KM) functions are therefore being asked how their expertise can help companies do a better job in this area.
To explore how firms use their KM capabilities to learn more about customers and how they leverage this knowledge to produce value, the authors convened a focus group of practicing knowledge managers from organizations in a number of different industries. In preparation, participants were asked to focus on how their KM function uses knowledge to enhance their firm's customer relationships. They were asked to select a specific project where KM was involved in some aspect of customer knowledge management and to address the following questions:
• How did KM work with other parts of the business?
• What aspects of customer knowledge management were involved?
• Did you use CRM software? If so, how did you integrate this technology with the softer parts of customer knowledge management? • What were you trying to accomplish for your organization? For your customers? This paper examines the wide variety of ways organizations use KM in their customer relationships. It begins with an examination of the need for Customer Knowledge Management (CKM) and how it differs from CRM (Section II). It then looks at the four different dimensions of customer knowledge and at some of the innovative ways companies use them to add value for their customers (Section III). Section IV discusses the key organizational challenges of implementing CKM. The paper concludes (Section V) with some best practices and advice about how to implement a program of CKM successfully in an organization.
II. WHY CKM?
Practitioners and researchers agree that building relationships with customers is a critical factor to an organization's success [Wood, 2003; Gibbert et al., 2002; Hanvanach et al., 2003] . One study found that 89% of companies consider customer information to be extremely important to the success of their business [Mckeen and Smith, 2003, p.119] . However, how to achieve this goal effectively leads to a thousand answers. Since the mid-1990's, many companies invested significant amounts in CRM systems, which are essentially customer data bases. These systems collect large amounts of data about customers and their transactions to help firms better understand who their customers are. CRM advocates claim these systems improve customer retention and satisfaction by providing improved customer service and more tailored customer service ].
Unfortunately, the majority of CRM implementations are considered failures (80% in one recent study) [Rowley, 2002; Bose and Sugumaran, 2003] . "CRM projects fail because these applications don't serve customers any better and fail to integrate disparate data sources or provide the right kind of information to the right people." [Bose and Sugumaran, 2003 ]. In short, there is a need for better management of customer knowledge. Thus, clearly this is an area where KM could deliver value to an organization.
Companies need a wide variety of knowledge about customers, such as:
• Who are our customers?
• How can we use knowledge to retain and support them?
• How can knowledge help us acquire new customers?
• How can we use customer knowledge to continuously improve our products and services? • How can we use customer knowledge to create new products and services?
• How can we use customer knowledge to understand our markets better? [Hanvanach et al., 2003; Rowley, 2002] A conference on customer knowledge concluded that organizations need both technology-based information and other approaches to customer knowledge to address these needs [Wood, 2003] . When used to complement one another, CRM and KM enable companies to build strong, mutually-beneficial relationships with their customers, however they choose to define them. Knowledge management enables CRM to expand from its current "mechanistic, technologydriven, data-oriented approach" towards more holistic, complex and insightful ways of developing and using customer knowledge [Gebert et al., 2003] .
CKM is therefore first and foremost a process that integrates technology and KM concepts to help an organization understand its customers as well as serve and learn from them [Gibbert et al, 2002] . Companies may focus on different aspects of this process but it will always contain both strategic and operational elements.
CKM is strategic because it addresses the questions outlined above in ways that support the firm's overall business strategy. It is operational because it must be implemented in practical, cost-effective ways that support the people, processes and customers who will benefit from improved customer knowledge. Accomplishing these goals involves a systematic approach to eliciting, processing, and sharing knowledge involving customers, and often involves technology (although not always a CRM system) [Desouza and Awazu, 2004] .
III. THE FOUR DIMENSIONS OF CKM
Many companies find CKM a difficult concept to grasp [Desouza and Awazu, 2004] and few are doing it well [Gibbert et al, 2002; Davenport et al, 2001 ]. The two major problems are:
1. We lack a simple framework for understanding it [Bose and Sugumaran, 2003 ].
2. CKM is defined and implemented in a wide variety of ways and, depending on how it is defined, it overlaps a number of existing functional areas of a company [Rowley, 2002; Desouza and Awazu, 2004; Gebert et al, 2003 ].
The focus group found that organizations recognize four different types of CKM, each of which uses knowledge in a different way (Figure 1 ). These four dimensions form a conceptual framework within which to understand and position CKM in an organization. No "one size fits all" approach exists for CKM. As the members of the focus group agreed, different organizations apply KM principles to customer relationships in highly diverse ways. In an ideal organization, CKM would involve each of these dimensions, at least to some extent. In practice however, because of its limited resources, KM is usually involved in only one or two dimensions, leaving other company functions to deal with (or ignore) the remaining ones. However, an effective knowledge manager should understand each conceptual dimension and its relative importance to his/her organization's strategy and operations. He or she will then be able to work with others to design CKM initiatives that will enable the organization "to manage knowledge for high quality relationships in a cost effective way" [Gebert et al, 2003 ].
Each of the CKM dimensions shown in Figure 1 is discussed below with examples from how the focus group companies implemented them.
KNOWLEDGE OF CUSTOMERS.
Knowledge of customers is the domain of traditional CRM systems and data mining. It not only includes basic tombstone data about a customer (e.g., name, contact information), it also includes a record of his/her transactions with the organization, products and services used, and certain personal preferences (e.g., language, method of communication At a more aggregate level, companies use data mining to understand their customers' demographic and behavioural patterns better and to segment customers into different types.
While most companies started out developing this type of customer knowledge by creating data warehouses or customer information files, few gained many true insights. [Davenport et al., 2001 ].
"They may know more about their customers but they don't know the customers themselves or how to attract new ones"
To create useful knowledge about customers, companies need more than transaction data. To be used, this knowledge must also be integrated across processes, information and technology. Few companies have yet achieved either goal .
A focus group member noted that a further difficulty with this type of customer knowledge arises because companies often equate learning more about the customer as "I'm going to have a relationship with you so I can tell you more about me." This company-centric view of customer knowledge is common and narrowly circumscribes the value that can be gained from it in several ways.
• It doesn't identify the "almost customer" who may exhibit weak buying patterns because of frustration in doing business with the company, or the marginal customer who may become a high value customer tomorrow [Wood, 2003] .
• Little effort is put into understanding what makes a customer unique and tailoring relationships to serve each in his/her preferred way [Massey et al., 2001; Gebert et al, 2003 ].
• It fails to incorporate contextual and tacit knowledge that can help a company understand the emotional and qualitative drivers of customer-firm interactions [Davenport et al, 2001 ].
In short, these companies tend to see their customers in functional terms rather than understanding the key drivers of the relationship. Focus group members were trying to add a KM dimension to this type of customer knowledge in different ways:
• A Customer Service Workbench (CSW). This technology-based solution, designed with the assistance of knowledge management, integrates all of the company's business and interactions with its customers from over 75 different systems. The workbench gives every Customer Service Representative the 'big picture' of each customer they deal with. This picture enables the firm to achieve an unprecedented level of customer intimacy and allows the Customer Service Representative to ask intelligent questions that will save the customer effort (e.g., would the customer like to change the address on their health insurance as well as their life insurance?) The workbench also tracks all the company's previous interactions with a particular customer ensuring that whoever deals with him/her in the future has a complete history and status of all items of business. Furthermore, it includes access to images of documents such as forms and letters and provides tips about how to handle different types of requests.
This approach to creating customer knowledge delivered true business value. The company was able to seamlessly manage a 100% increase in its customer base and a 50% increase in its sales force during a recent merger. Productivity improved by 20%; training time was reduced from six months to one month; and cycle times dropped by 25%. In short, by combining knowledge, data, processes, and technology on a just-intime basis, the Customer Service Workbench brought new levels of flexibility to the business while providing significant customer value.
• Customer Workrooms. A different approach to this type of customer knowledge was developed by a consulting firm, whose customers are other companies. To ensure complete customer knowledge in complex engagements, KM develops a customized virtual workroom for each client that is focused around their critical issues. KM takes the time to meet with all parties to understand their issues and design a service model and work flow that meets the individual client's needs. Each workroom contains everything of value in the client relationship: documents, contracts, news and analysis, a threaded workflow, approvals, and letters. Customers may or may not be included in a workroom, depending on how it is designed. "No interactions take place that are not in the workroom," stated the manager. To reinforce this principle, the company claims it will not pay consultants for work that is not documented in the workroom.
Workrooms proved so successful, that demand for new ones increased significantly, said the manager. Her biggest challenge is how to scale this concept up so more customers can be handled in this way. "Because each workroom is uniquely designed for a particular client, it is difficult to achieve the same value with a more generic plan," she says.
• Global Customer Knowledge. A third approach to learning about customers was developed when the managers of a pharmaceutical firm realized that many of its largest customers knew more about their business with this company than they did themselves! This knowledge enabled customers to take advantage of their relationship with this company, e.g., buying at different prices in different parts of the world. Knowledge managers worked with the firm's global customer teams to create a platform to support these teams in their interactions with such customers. The finished product was a collaborative workspace and data mart for each customer team. It was a "one-stop shop" for customer-specific information that cut across the company's geographic and product silos and facilitated a more holistic understanding of these customers and their needs.
KNOWLEDGE FOR CUSTOMERS.
A second type of customer knowledge includes everything an organization provides to its customers [Gebert et al., 2003] . While traditionally, knowledge for customers focused on information and expertise about products and services developed by marketing or R&D, more recently, with the advent of e-business, customers are benefiting from a much broader range of company knowledge designed for them. Some of the best exemplars of companies using their knowledge in this way are the big three e-business enterprises: Google, e-Bay and Amazon. Each uses knowledge to make their products and services more intuitive and user-friendly. They apply a combination of three design principles that together form the "essence of creating value from knowledge" [Weiss et al., 2004 ]:
• One stop access to content, including a streamlined ability to search.
• A consistent format that organizes knowledge the way people actually use it and that allows for growth in the breadth and depth of knowledge.
• Comparative techniques and tools to help customers answer questions (e.g., relevance ratings, quality ratings, snapshots of content).
When these KM principles are incorporated into portals and websites, studies show impact sales directly [Weiss et al., 2004] . Using knowledge to support customers was found to be an important factor in retaining existing customers [Desouza and Awazu, 2004] .
Members of the focus group used a number of approaches to apply their companies' knowledge to improve customers' experiences:
• Proactive benefits. One organization gave KM the explicit mandate to use its knowledge to benefit customers directly. Thus, company knowledge was used to decrease the time to process customer requests, improve ongoing service, and structure deals better to meet customer needs. Another firm is looking outside its own industry to find out how other industries address problems similar to its own. "By doing this, we hope to learn new approaches that will better serve our customers," said this focus group member. Using knowledge to benefit customers is not as easy as it sounds, however. "It's a big challenge to focus our resources on the customer point of view; we are still oriented very much by products,"… "Our customers' needs are changing and KM must often proactively step in to ensure that our end clients get the benefit of what we know." A member of the focus group • Access to specialized knowledge. Subject matter experts in many organizations prepare in-depth papers on topics of interest to a company. Increasingly, firms share some or all of these materials with their customers. In one organization, KM filters out details from these documents and distills key points for their busy clients. In another, subject matter expertise is developed within the organization to ensure that staff can provide counselling for clients that "will give them a step up in their own businesses." Such specialized knowledge helped make one focus group enterprise a key and trusted information source for clients and governments during a recent health crisis. 
KNOWLEDGE FROM CUSTOMERS.
Customers are a strategic opportunity for companies to learn [Zack, 2003] . "Yet only a few… are managing their most precious resource; the knowledge residing in their customers, as opposed to knowledge about their customers." [Gibbert et al, 2002] . This knowledge is often the domain of customer service or marketing. Understanding what customers know -their experiences with a company, their needs, how a company makes them feel; and the emotional and functional drivers of this relationship -is an important but neglected part of an organization's knowledge [Rowley, 2002; Wood, 2003 ]. This feedback loop helps companies improve their products and services continually; segment their markets more effectively; develop successful business strategies; and create innovative new products and services [Rowley, 2002] .
Ideally, customers should be asked to share both their good and bad experiences with the firm. Studies show that when companies really listen to their customers and take their comments seriously, clients are impressed and feel more loyalty [Gibbert et al., 2002] . What is learned from customers provides economic value if the knowledge is used effectively [Zack, 2003] . However, this knowledge must be integrated into an organization's back end processes to enable managers to act quickly and flexibly [Gebert et al., 2003 ].
Focus group companies gathered this type of customer knowledge in many different ways including:
• Visits and meetings with customers. While not a high-tech or sophisticated application of knowledge, simply facilitating interaction between company staff and their customers can be an extremely effective way to find out what customers know, according to the focus group. One company's communities of practice not only act as a means of disseminating company information to customers, they are also successful in representing their different customers' needs within the company. Unfortunately, such internal customer experts are often overlooked as useful sources of what customers know and want.
"We are more likely to go to third parties for this type of information than our own communities," a manager.
• A complaint system. Often, customer feedback is not built properly into company workflows. One focus group company, which is well-known by the public, developed mechanisms for any staff member, regardless of his/her function, to log any customer feedback they receive at any time (e.g., at social events). This system enables the staff member to ensure that complaints are resolved. It also creates action items for specific business functions, provides analytical tools to ensure that similar problems don't recur, and identifies possible business opportunities.
• An anthropologist. One focus group company, seeking to get inside the minds of its customers, hired an anthropologist to attend and observe its sales representatives' calls and follow up with customers afterward. This research found that soft customer knowledge, i.e., "knowing where the customer is going", and understanding what kind of relationship a customer wants are keys to sales success. As well, learning what customers think about the company's products -even if it is negative -helps the organization position them better in the marketplace.
• Monitor customer satisfaction and loyalty. In addition to standard questionnaires, some focus group companies undertake in-depth interviews with their customers and "We find that they are hugely valuable; they have a vested interest in our company and take no risk in speaking up. In fact, they are flattered to be asked to share their wisdom."
KNOWLEDGE CO-CREATION.
The final dimension of customer knowledge derives from a two-way relationship. As yet, little systematic attention is paid to customers as knowledge development partners [Gibbert et al., 2002] . Here, KM seeks to facilitate interaction between customers and the company around the development of new knowledge, i.e., a product or service. For example, Microsoft shares its "beta-ware" with key customers in order to learn with them.
While many companies believe they listen to their customers' needs for new products and services, most go about it in the wrong way [Ulwick, 2002; Gibbert et al., 2002; Wood, 2003 ]. Often, they simply ask their customers what they want. Unfortunately, while customers can relate their experiences and suggest incremental improvements, they don't know what they don't know. It is therefore important for companies to discern the difference between what customers articulate and what they are really trying to achieve. As many companies discovered, often what customers say they want is not what they really want. Therefore, true collaboration is important in this type of knowledge development. [Gibbert et al., 2002] .
Getting customers to cooperate more effectively and interactively in knowledge co-creation will be one of the biggest challenges facing knowledge managers in the future [Davenport et al., 2001] . Companies involved in this type of CKM should therefore consider the value this process generates for the customer as well as for their own organization. They should ensure that tangible benefits result for customers, e.g., improved satisfaction, personalized products or services, or even monetary compensation [Gibbert et al., 2002] .
Few focus group companies were actively involved in this type of CKM. However, many were experimenting with innovative approaches to interacting with customers. Some of these included:
• Developing front-line KM tools. One company developed a number of knowledgefocused software tools for analyzing its business. Now, it is working with its communities of practice and its customers, to enhance these tools and introduce them to their customers.
• Developing communities of customers. One organization is facilitating communities among its customer groups. This activity led to valuable knowledge about how customers view the company and its products. However, other firms found significant challenges in managing and defining these communities and in capitalizing on the knowledge generated [Rowley, 2002] .
• Develop a community of alumni. One focus group company created a national program for its alumni, i.e., former employees. "We know that the strength of the relationship is already there with our alumni. We can help them with jobs, services and references. We even give them premium material. In return, they are assisting us in many ways," explained the manager involved. For example, alumni are an excellent source of "warm leads" for this firm and are also a primary mechanism for recruiting. 
SUMMARY
Each of these dimensions of CKM represents a different source of value and a different time frame in which this value is delivered. Knowledge about customers should lead to improvements in the effectiveness and efficiency of internal business processes, e.g., Customer Service Representative productivity, reduced learning curves, and the ability to target products and services better. Knowledge for customers, on the other hand, works by improving customer experiences with a firm, thereby making the firm easier to work with and giving it more credibility in the customer community. Both types of knowledge deliver important short term benefits.
Knowledge from customers will deliver value in the medium term by helping a firm make continuous improvements to its products and services over time. Finally, longer-term strategic value comes from knowledge co-creation with customers around developing innovative products and services.
IV. CHALLENGES IN CKM
As with other aspects of KM, the most significant challenges in implementing CKM effectively are organizational, not technical. There was general agreement among focus group members that there are four significant hurdles that must be overcome as part of any program of CKM:
• Structural Challenges. Transforming a product-centric organization into a customercentric organization is easier said than done. "Flipping to a customer point of view affects everything we do," explained a focus group manager. Even companies that are trying to change may end up becoming customer-focused only by terms that are defined by the company itself rather than from the customer's point of view [Wood, 2003] • Cultural Challenges. Some organizations shy away from customer-centricity because of corporate narcissism, i.e., a sense that "we know better than our customers" [Gibbert et al., 2002] . Furthermore, not all companies want to hear what their customers really think of their products, services, image, and credibility. And companies must be willing to actually change their behaviour towards customers based on what they are told [Peppers et al., 1999] . Finally, in one focus group organization, risk aversion was paramount in the corporate culture. As the manager explained, "risk drives behaviour so we're not looking at our clients but looking internally".
• Competency Challenges. Organizations need to develop competencies in all aspects of CKM, from understanding who their customers really are and what they want, to designing platforms specifically for customers. Skills and competencies for CKM are different from those designed for internal use [Gibbert et al., 2002] . The focus group agreed it is particularly important for customer processes to cross lines of business.
Information collected from and about customers must be turned into knowledge, disseminated and really used [Bose and Sugumaran, 2003] . As several focus group members made clear, companies do not always take full advantage of the knowledge sources they have -communities of practice, alumni, retirees, and front line workers.
• Privacy Concerns. Finally, organizations must understand not only the legal guidelines around how customer data is protected but also how customers feel about what a firm does with their information. For example, too much customization may make some customers feel uncomfortable with what a company knows about them. Since much of CKM is based on developing a trusting relationship with each customer, organizations' privacy policies should take this dimension of privacy into consideration. Privacy is also important even when companies are dealing with other firms, noted the focus group. "We deal with many mergers and acquisitions," said one focus group member. "All our customer information must be locked down and kept highly secure." Another noted the problems that his firm got into simply by tracking who was entering its website for users of a well-known anti-anxiety medication.
V. CRITICAL FACTORS FOR CKM SUCCESS
Given the challenges and the scope of CKM, it is more likely that organizations will evolve slowly towards customer-centricity, rather than completely transforming themselves overnight. Most companies do not yet fully understand the full implications of CKM, nor are they prepared to make the necessary changes. However, organizations can take several fundamental steps to move them closer to a successful CKM program:
• Envision what could be done. To help managers better understand how KM could help her organization meet its goals, one focus group manager prepared a one-page graphic illustrating different ways KM could be brought to customers, e.g., developing communities of practice for customers, developing content for customers, building a platform (website) for customers. From feedback to this document, KM became more aware of how different business units would like to use customer knowledge.
• Plan for and manage different types of relationships. Not all customers are created equal and some organizations may wish to use CKM selectively to serve them in different ways -both because their needs and preferences are different and because their value to the organization is different. Starting with customers with whom the firm enjoys a high value relationships may be a practical way to introduce CKM concepts into an organization, given that companies are usually willing to invest more with these customers. The focus group also made it clear that one organization deals with many different types of "customers" --companies, individuals, middlemen, retirees, former employees or communities. Each requires a different type of knowledge relationship.
• Knowledge development. Once a customer group is identified and an approach selected, a KM manager must determine how best to obtain and present the knowledge needed. In many cases, this begins with simple data collection and ensuring it is consistent and accurate. However, the development of contextual information, designing navigation, integration of information so it can be easily used, and building suitable tools to access and manipulate explicit materials are the key parts of knowledge development. The knowledge manager must also work with the business functions involved and meet with customers to learn where and how tacit or "soft" customer knowledge can be developed and used appropriately.
• Effective Execution. Many KM initiatives fail in the implementation. Any project touching end customers is especially sensitive. Therefore, it is essential that time and effort be spent to ensure that a CKM venture is successfully executed both from the customer and the company points of view. Focus group members found that building CKM into normal workflows and processes are usually the most effective ways to do this because it then becomes the way people work.
• Measure. Finally, KM must find ways to demonstrate CKM's effectiveness and value to the organization. Most focus group companies use periodic surveys and tracking opinions, satisfaction, and loyalty over time. However, newer approaches include building in feedback loops so that measurement is more dynamic. These techniques are particularly effective when evaluating online tools. Usage, navigation, and satisfaction metrics as well as customer comments, can be built into these tools and monitored continually, thereby enabling management to be ever more responsive to customers..
VI. CONCLUSION
This paper provides a conceptual framework for understanding and implementing CKM in organizations, illustrating the framework with some of the practices businesses are using in this area. Although every organization defines its customer(s) differently and uses knowledge in its own way to enhance their customer relationships, all organizations seek to do one of four things in CKM:
• develop knowledge about customers;
• use knowledge to support customers and enhance their experience with the firm, • learn from customers; and • co-create new knowledge.
CKM is not a tool (like CRM), but a process that is designed to capture, create and integrate knowledge about and for customers dynamically. Thus, organizations need to think differently about themselves and how they are viewed by their customers. The focus group made it clear that companies are just beginning to understand the implications of CKM. Knowledge managers would therefore be well-advised to proceed cautiously. Poorly conceived and executed CKM initiatives could be problematic for organizations in many highly visible ways. Furthermore, the organizational challenges involved in becoming customer-centric are significant. Nevertheless, the work being done in this area by focus group companies is substantive. CKM appears to be one of the areas of KM that is already beginning to deliver tangible value to organizations in the near term.
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